
~.RT::::;: .::::

3.:. ~~:-~-:p.~~ ~.: 'A';~~ai ~:n==n~. 7his
Agreemen:. :':'.ay ::e:-;':--:::::-.:.:-.J:t.ed and -:~e Merger may ::e abandoned
at. any ~:.:ne ==:.::=- -:: :::e E£fect.:'·le Time, ,,,,net.her before or
aft~r ~he appr::7al =1 shareholders of ~he" Company referred
t.o in' 'Sec-::'on -.1 (Q I, :)y mut.ual ".,ri tten- consent.~f the
'Company "and sse, cy act.~on of their respect.ive boaras of
d.irect.ors.

8_2. -:-0:"''''''-''1::';'0 by l:";+-h.... sse "2"t ......, ~Qmp,nv.

This Agreemenc ~ay ::e :erminat.ea and the Merger ~y be
abandonea ac :ny ~~~e ~=~or :'0 :.ne ::ffective !ime by ac~ion

of the boarc :: ~:.=~~::=s of e~t~er sac or the C::mpany if
(i) t.he Merger 3na~: ~Ot ~ave been consummat.eci by December
31, 1998,' '''hecher SUC:1 date is before or after the date of
approval by the sharenold.ers of the Company (the
"Terminat~~n ~atc'''; provided, however, that ~f the Company
or sac aeterm~nes :hat additional t~e is necessary in
connection with obt.a~n~ng a Company Required Consent or a
sac Required Consent. ::om or with the FCC, the DPUC or any
other Governmental Entity, the Terminat.ion Date may be
extended by the Company or sac from t~e to time by written
notice to the other party to a date no later than June 30,
1999 (the ";xto"r;tod "'~rnlipatiQn Rate"), (ii) the approval of
the Company's sharenolders required by Sec~ion 7.1Ia) shall
not have been obta~nea at. a meeting duly convened therefor
or at any adjournmen~ ~r postponement ~hereof or ~iii) any
Order permanently resc~a~ning, enjoining or other~ise

prohibit~ng consummat.~~n of the Merger shall become final
ana non-appealable (whether before or after the approval by
the shareholders of the Company); prgyided, that the right
to terminate this Agreement pursuant to clause (i) above
shall not be available to any party that has breached in any
material respect its obliqationsunder tnis Aqreement in any
manner that shall have proximately contributed to the
failure of the Merger ~o be consummated.

8.3. Ie~;natipp by rhe rQmpapy. This Agreement
may be terminated and the Merger may be abandoned at any
ttme prior to t.he Effective Time, whether before or after
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~he apprc7ai =:. =narehc~=ers cf =he c~mpany referred to in
Sec~~:n ~.::al, =y ~c~~:n :f ~~e coard of direc~~rs of ~he

Company:

i a I :£:.; :he:~mpan,! ~hal: :lOt. :-.ave ",.;illfully
breached any ~: :~e :erms ~f this Agreement. ~n a manner
resulting ~~ =ai~~re of a condition set. :~rth in
Sect.ion 7.2{aJ ~r ":'.2(bl, (ii) the board of direct.ors of the
Company appro7es ~nt.er~~g int.o a binding written agreement
concerning a transact.ion that. constitutes a Superior
Proposal and ~he Company notifies sse in writing t.hat the
eompany~ishes :~ ent.er ~nto such agreement, (iii) sse does
not. make, wit.hin five business days of receipt. of ~he

Company's wri~~en not.i:ication of its desire to enter in~o a
binding agreemen~ :~r a Superior Proposal, an offer ~hat the
board of direc::rs ~i :he Comoanv believes, in cooci fait:.h. . ~

after consultat.~~n wlth :.tS financial advisors, is at. least.
as favorable, :rom a financial point. of view, ~o the
shareholders of the Company as the Superior Proposal, and
that. cont.ains :erms and conditions (other than with respect
to type or amount of consideration) that. do not. differ
materially from either the t.er.ms and condit10ns of this
Agreement or the terms and conditions of the proposed
agreement :or such Superior Proposal and (iv) the Company
prior to such termination pays to sse in immediately
available funds any fees required to be paid pursuant to
Sect:.ion 8.5. The Company agrees to notify sac promptly if
its desire to enter into a written agreement referred to in
its notificat.ion shall change at any time after giving such
not.ificat.ion.

(b) If there has been a breach by sac or Herqer
Sub of any represent.at.ion, warrant.y, covenant. or agreement
contained in this Agreement:. which (i) would result in a
failure of a condition set. for~h in Section 1.3(a) or 7.3(b)
and (ii) cannot. be cured prior to the Extended Ter.mina~ion

Date.

8.4. Terminatign by SBC. This Agreement. may be
ter.minated and the Merger may be abandoned at any time pr10r
to the Effect.ive Time by action of the board of directors of
sse if (i) the board of directors of the Company shall have
withdrawn or adversely modified its approval or
recommendation of this Agreement. or failed to reconfi:m its
recommendation of this Agreement within ten business days
after a written request. by sse to do so, prgyided tha~ such
a request is made after the board of directors of the

I
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:ompany ~as :~Ken ;ny := ~:'e ac~~=ns s?ec~=~ea ~~ e~ause !e}
~r (O) of :~e ~::~lSO -- Sec~~~n 6.: wi~~ =espec~ ~~ an
Acauisi~~=n ?:::osai ;na ~uch Acauis~~~on Procosal has noe. .. . ..
been rejec~~d =1 sue: ~oard =f direc::rs or ~ieh~rawn,

(J.°1) the~o -:s -00" ~ ·c~eac~ ~v -~e ~-m"anv o~ -ny.. • __ •• _ _ __ •• _ .. _ •• ~. _.4 _'IrJtI'~ • .. CL

:epresen~at~=~, ~ar=3nti, =ovenant == agreemen: :oneained in
this Agreemen: ~hieh :A) would result in a failure of a
condition set ==reh ~n Sece~on 7.2(a) or i.2(b) and (S)
cannoe be c~=ea ;rJ.or ~o the Ex~en~e~ 7er-mina~ion Date or
i:iiil·if the Company or any of its Represen~a~ives shall
eake any of ~~e ac~ions tha~ would be proscribed by
Seceion 6.2 but :or~he excep~ion therein allowing certain
actions to be caken pursuan~ ':0 clause (C) or (0) of the
proviso thereof 'o~her ~han any such ac~ions ':aken pursuane
to such clause :C) w~th :espec: ~o any bona f~de wri~ten

AequJ.sit~on ?:~posai ·receivea af:er ~he date hereof ':ha~

was not: sol':":~:ea by ':ne ':ompany after t.he date hereof)
taken during :he ten calendar day period following receipt
of such Ac~~isition ?roposal by the Company if, and only if~

the Company receives such Ac~uisition Proposal during the
Initial 15 Day Period). For purposes of this Agreement, the
"!nit"al .,~ pay O·~~"'drr shall mean the 15 calendar day
periodcommenci~gwith the first calendar day after which
this Agreement shall have been filed by SSC or the Company
with the SEC as an exhibit to a Curren~ Report on Form 8-K
unaer the Exchange Act.

8.5. tff·~t?f ~.tminet1?n and bbapdQnment.
(a) In the event of termJ.naeion of this Agreemen~ and the
abandonment ~f the Merger pursuant :0 this Art~cle VIII,
this Aqreemen~ :other than as set :orth in Sect~on ~.l)

shall become void and of no effect with no liability on the
part of any party hereto (or of any of its direc~ors,

off1cers~ employees, agents, legal or financial advisors or
other representatives); grgyid=a, hgw=ygr, except as
otherwise provided herein~ no such te~nation shall relieve
any party here~o of any liability or damages .resultin; fJ:CIIL
any willful and intentional breach of this Agreement (in any
such case in which SSC is not the breaching party, to the
exeent any such liability or damages exceed any Termination
Fee which may have been paid to SSC pursuant to
Section a.5(b)).

(b) :n the event that til after the date hereof a
bona tide Acquisition Proposal with respect to the company
OJ: any Subsidiary of the Company thae was not solicited by
the Company after the date hereof shall have been made to
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:he ':ompan'/ :: any - - :.::; .subsJ.-:iia:~'!5 anti ~atie ~:nown ::
shareholder~ ;eneral:y ~r ~as teen :acie direc~~y :0
shareho~ae:~ ;enera~~j ~= any ?erson shall ~ave publi:ly
announced an :.~~en~~:n ~he~~er == ~o~ =onditionali ~o make
a bona :ide ~C~~~5~:~~n :roposal N~~~ :espec~ :0 che Company
or any SUbs~:ii.ar!'~f :~e ':ompany anti .:uch Acquisit~on

~roposal or announced ~nten~ion shall not have been
withdrawn ~r~=: ~o c~e Shareholders Mee~ing and thereafter
this Aqreemen: :s :er.mJ.r.ated by either sac or the Company
pursuant to Sect:~on 8.2(ii) and within nine months after
such termination :he Company shall have entered into an
agreement :0 consummate a transaction that would constitute
an Acquisiti.on Proposal ~f it were che subject of a
proposal, or ~ii) chis Agreement i.s ter.minated (x) by the
Company pursuant :0 Sect:~on 8.3(a) or (y) by sac ~ursuant :0
Section 8.4 (i), , ii) 'soleiy ',.,~ th :espect: :0 a willful and
intentional =reach of Sect~on ~.2) or (iii), then :he
Company shall promptly, but in no event later than two days
after the date of such termination (except as other~ise

provided in Section 8.3(a)) or, in che case of a cer.mination
pursuant co Secc~on 8.2(11), two days after the relevant
agreement ~s entered into, pay sac a fee equal to S125
million (the "1'er::q,nat"?O t"A="}, which amount shall be
exclusive of any expenses to be paid pursuant to
Section 6.11, payable by wire transfer of same day funds.
The Company acknowledges that the agreements contained in
this Sec~ion 8.5(b) are an integral par~ of the transactions
con~emplated by this Agreement, and that, without these
agreements, SBC and Merger Sub would not enter into this
Agreement: accordingly, ~f the Company fails co promptly pay
the amount ~ue oursuant :0 chis Sect~on 8.5(b), and, in
order to obtain" such payment, SBC or Merger Sub commences a
suit which results in a judgment against the Company for the
fee set forth in this paragraph (bl, the Company shall pay
to sac or Merger Sub its costs and expenses (including
attorneys' fees) in connection with such suit, together with
interest on the amount of the fee at the prtme rate of
Citibank N.A. in effec~ on the date such payment was
required to be made. Solely for purposes of
Section 8.S(b) (il, the terom "Acquisition Proposal" shall
have the meaning assigned to such terom in Section 6.2(a)
except that references to "15'" in the definition of
"Acquisition Proposal" in Section 6.2(a) shall be deemed to
be reterences to 3S% and the reference in such definition to
"or any of its Subsidiaries listed on Schedule 1" shall be
deemed to be a reference to "or the Southern New England
Telephone Company".
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ART:::'! ::(

9.:. gUt7··~~1. ~his Ar~~=le IX {o~her :~an

Sec~ions ?: ana :.4; lna ~~e aareemen~s of the Com~anv, sse- . -
and Merger Sab ~=nta~ned ~n Sec~ions 6.10 (Benefi~sl, 6.11
(Expenses) ana ~.:: ':naemnification: Direc~=rs' and
Officers' :nsurancel snail survive the consummation of ~he

Merger. This ~r~~=le :X (other ~han Section 9.2
(Modificati:n ~r ~~enament:, Section 9.3 (Waiver of
Conditions) ana Zec~~on 9.14 (Ass~gnment)) and the
agreements of :~e :~mpany, sac and Merger Sub contained in
Sec~ion 6.:1 Expensesl . 3ect~on 6.15 (Confidentiality) and
Sect~on e.: ~!::~~:: :erm~nat~on and Abandonment: snall
sur~ive t~e :;r~~~at~=n ~f ~his Agreement. All other
representations, Narrant~es, covenants and agreements in
this Agreemen~ snal: ~ot survive the consummation of the
Merger or ~he :erm~~at::n of this Agreement.

9.2. MQd;~:-at;qn nr nm:ndmen~. Subjec~ to the
provisions of appl~cable law, at any t~e prior to the
Effective !ime. :he ~arties hereto may modify or amend this
Agreement, by wr~t~en agreement executed and delivered by
duly authorized officers of the respective parties.

9.3. WAi7A: ~~ ~Qndi~;qD§. (a) Any provision of
this Agreement may be wa~ved prior to the Effective T~e if.
and only if, such ~a~ver :5 in wr~~ing and signed =y ~he

party against Nnom :~e ~a~ver ~s to be effect~7e.

(b) No failure or delay by any party in
exerc~~~ng any right, power or privilege hereunder shall
operate as a waiver thereof nor shall any single or partial
exercise thereof preclude any other or further exercise
thereof or the exercise of any other right, power or
privilege. Except as otherwise herein provided, the rights
and remedies herein prov~ded shall be cumulative and not
exclu~ive of any rights or remedies prOVided by law.

9.4. CQunt~~pabtS. This Agreement may be
execueed in any number of counterparts, each such counter
part being deemed ~o be an original instrumene, and all such
counterparts shall together constitute the same agreemene.
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~ • : . GOYQNnJG!tAW AND ypmE; WArvp. or JQ'IlX
mAL. <a) ~ZS AGREEHEN'r SDI.L BE DEEMED TO BE MADE nt
ABD m ALI. P.ESPEcrs SBALI. BE ID':DPU'rZI). CORSDbZb Am)

QDvzmmI) BY AND IN ACCcmDANCE mD 'rBE LAW 01' 'rB S'fA'IZ 01'
DJ:LAWA1t£ , wrmOO'1' REGARD TO 'rBE COHFLIeT 01' LAW PRDlC:tPLES
-mazOI', EXCEl"! Tl!A'.'C TBE MEaGD SHALL BE GOVElUlED BT AJID DI
ACCcmnuCE WID DE CBCA, TO 'rB EX'tEN'l Al'PL:tCABT.J:. The
par~ie5 hereoy ~==evocably submit ~o the jurisdic~ion of the
Federal cou=~s ~f the United States of America loca~ed in
the Sta~e of. ~elaware solely in respec~ of the interpreta
tion and enforcemen~ of the provisions of this Agreement and
of the documen~s ~eferred to in this Agreement, and in
respec~ of ~~e ~=ansac~ions contemplated hereby and thereby,
and hereby ~ai7e. and agree not to assert, as a defense in
any action, su~~ :r ~roceeding :or ~he interpre~ation or
en£orcemen~ ~ereof :r =f any such documen~, cha~ ~t is no~

subjec~ thereto or ~ha~ such action, suit or proceeding may
not be brough~ or is not ~aintainable in said courts or that
the venue thereof may not be appropriate or that this
Agreemen~ or any such document may not be enforced in or by
such courts, and the parties hereto irrevocably agree that
all claims wit~ respect to such action or proceeding shall
be heard and decermined in such a Federal court. The parties
hereby consen~ to and grant any such court jurisdiction over
the Person of such parties and over the subjec~ matter of
such dispute and agree that mailing of process or other
papers in connection with any such action or proceeding in
the manner prOVided in Section 9.6 or in such o~her manner
as may be pe~~::ed by law, shall be valid and sufficient
service thereof.

(b) EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY
TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE
EACH SUCH PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY
WAIVES ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN
RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OOT
OF OR RELATING TO THIS AGREEMENT, OR THE TRANSACTIONS
CONTEMPLATED BY THIS AGREEMENT. EACH PARTY CERTIFIES AND
ACKNOWLEDGES THAT (i) NO REPRESENTATIVE, AGENT OR ATTORNEY
OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE,
THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION,
SEEK TO ENFORCE THE FOREGOING WAIVER, (ii) EACH SUCH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS
WAIVER, (iii) EACH SUCH PARTY MAKES THIS WAIVER VOLtJNTAlULY,
AND ( i v) EACH SUCH PARTY HAS BEEN INDUCED TO ENTER INTO THIS
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9.6.

~GREEMEN':' ='!, .:.MONG ::'HEF. :':!U1GS, ::IE :·:U'r'::AL :·1Ar:Z?S .;NO

'10'" -=r.c: 'lot' -QC --auOC -" ; ...st...··Ct· ons oreft '.... ..... __ ~ __ • __ ,-.;:a, __ 6 _.. ...

other ,.4oc··-e~"- - - "'e ~. "en ·· a·e,.. ""J.. c: :'arDOmen" ~n·ail be J..n... ......,. .. _.:. --.., ~.... _... - _.. - ..... -- . - - .
writing and ~hai: te ~eemed gJ.ven, ·i} three business days
following send~~~ ty =~qis~ered or =er~i:~ed ~il, postage
prepaid, :iil Nnen sen~ ~= sen~ ~y facs~le, provided that
the fax ~s prcrnp~~l ~onfi~ed by telephone ecnfirma~ion

thereof, (iii) Nnen jelivered, if delivered personally to
the intended =eci=ien~, and (iv) one business day later, if
sent by overn~ght deli~ery via a national eour~er service,
and in each ~ase, addressed ~o a par~y at the following
address for suet ?ar~l:

sse :ommun~cations Inc.
li5 E. Hous~on

San ~ntonio, ~exas 78205
Attention: :Qmes O. Ellis, Esq.

with ~opies co:

Sullivan & Cromwell
125 Broad Stree~

New York, ~ew York 10004-2498
Attention: Benjamin F. Stapleton, Esq.

Sou~~ern New England Telecommun~cations

Corporation
227 Church Street
New Haven, Connecticut 06510
Attention: Madeline DeMatteo, Esq.

with copies to:

Cravath, Swaine & Moore
825 Eiqhth Avenue
New York, New York 10019
Attention: Rocer~ A. Kindler, Esq.

Rocert I. Townsend III, Esq.
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or :~ suct ::~er =er~o~s =ddrssses;s may =e des~;na~ed

:'n wri"::'~Q ::.: :~e ;:3r~·/ :: ~ece~"lI"e suet ~o'C.:"=e as ;:o·tided
above.

~.~. ~nt·-~ :q.oAmQ~~. 7his Agreemen~ includ
ing any exn~=~:3 here~c), ~he StOCK ~ption Agreemenc, che
Confident~al~~f Agreemen~, the Company Disclosure Letter and
theSBC Disc~=sure :ecter =onstitllte ~he entire agreement,
and supersede all ~ther ;:rior aqreement~, under~tanciings,

representat~ons and ~arranties both written and oral, among
the parties with respect :0 the subject matter ,hereof. EACH
PARTY HERETO AGREES 7HAT, ::XCEPT FOR THE REPRESENTATIONS AND
WARRANTIES CONTAINED !N ~HIS AGREEMENT AND THE STOCK OPTION
AGREEMENT, ~EITHER sac AND MERGER SUB NOR THE COMPANY MAKES
ANY OTHER REPRESENTATIONS OR WARRANTIES, AND EACH HEREBY
DISCLAIMS ~NY ~THER ~EPRESENTAT:ONS OR WARRANT:ES MADE 3Y
ITSELF OR ANY OF :7S OFF!CERS, jIREC~~RS, EMPLOYEES, AGENTS,
FINANCIAL AND LEGAL ADVISORS OR OTHER REPRESENTATIVES, WITH
RESPECT TO 7HE EXECUTION AND DELIVERY OF THIS AGREEMENT OR
THE TRANSAC7:0NS CONTEMPLATED HEREBY, NOTWITHSTANDING THE
DELIVERY OR DISCLOSURE 70 THE OTHER OR THE OTHERfS
REPRESENTAT:VES OF ANY DOCUMENTATION OR OTHER INFORMATION
WITH R£SPEC7 70 ANY ONE OR MORE OF THE FOREGOING.

9.8. NQ ~bird ~arty aene~i;iar;D=. Except as
prOVided in Sect~on 6.12 (Indemnification: Directors' anQ
Officers' Insurance), this Agreement is not intended to
confer upon any Person other than the parties hereto any
rights or remedies hereunder.

9.9. Qbl;dat~~ns nf ~BC 1nd ~f -,D ~;mpanY·

Whenever ~his Agreement =equ~res a Subs~diary of SSC to take
any ac~ion, such requirement shall be deemed to include an
undertaking on the part of SSC to cause such Subsidiary to
take such action. Whenever this Agreement requires a
Subsidiary of the Company to take any action, such require
ment shall be deemed to include an undertaking on the part
of the Company to cause such Subsidiary to take such ac~1on

and, after the Effective T~e, on the part of the surviving
Corporation to cause such Subsidiary to take such action.

9.10. Seyetabil;t~l. The provisions of this
Agreement shall be deemed severable and the invalidity or
unenforceability of any provision shall not affect the
validity or enforceability or the o~her provisions hereof.
If any provision of this Agreement, or the applica~ion

thereof to any Person or any circumstance, is invalid or
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~nen:===eao~=. :1 _ =~~:~ble anti =qu~:able pr07~s~on shall
'ce "'uc'st.· _.. _~,., -", .... ,;-- orc'e" - ... car-" out. so ':~r as may._ _ __ ........... _ ... __ .J _,: , -

be 'Talia ana ~:1::::eaol.;. ':he ~::t.en'=. :ina ;:u~cse of such
'nvaJ.·;::i"'- ·· ... e"'-- ..-o:o;<:. ""rov'si"'n -no' 1'-) !"'he :"-mai-aer of_ .. _... _.. •• _ _ _ _ _ _ _ _::" .. _.... ~ ;"",J... _ _ ••

~his Agreemen~ ;nti :~e =ppli=at.~:n c: such ?rov~s~cn ~o

o~her Persons := =~==~~st.ances snai: ='lot. =e affec~ed by such
invaliait1 or ~rient:rceacility, nor shall such i~validity or
unenforceabi!i:~ affec'=. :he va~iaitv or enforceability of- . .
such provision, ~r ~~e ~pplicat.ion chereof, in any ~rher

j.ur-':Sdict.:"on. ~

9.11.. :Dtlu·!;:-t;,a~~on, The cable of ·cont.ent.s and
headings here~~ are :~r convenience of reference onry, do
no~ const.:"~ut.e par: Jf :his' Agreement. ana shall not. be
deemed to liml. t Jr :It:nenase affect any of the ?rov~sions

hereof. Where: reieren=e ~~ this Agreement: ~s maae ~o a
Sect.ion or Exhl.b~~. such reference shall beta a Section of
or Exhibit to this Agreement unless otherwise indicated.
Whenever the ',",oras ":'nciude," "includes" or "including" are
used in this Aqreemen~. :hey shall be deemed to be :ollowed
by the words "~lchouc ~imit.aeion."

9.12. Asslqome,t. This Agreemen~ shall noe be
assignable by operac~~n of law or o~herwise; provided,
however, thac sse ~ay designate prior to the ~ffect.ive Time,
by written notice to the Company, another wholly owned
direct or indirect Subsidiary to be a party to the Merger in
lieu of Merger Sub, ~n which event all references herein to
Merger Sub shall be deemed references to such other
Subs~diary (except: Nlth =espect. :0 represent.at.ions and
warrant.ies made ~ere~~ Nlth respect ~o Merger Sub as of the
date hereof) and all =epresen~aeions and warranties made
herein with respect to -Merger Sub as of the date hereof
shall be also made with respect to such o~her subsiaiary as
of the da~e of such designation. Any assignment in
contraven~ion of the preceding sentence shall be null anQ
void.
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IN \VlThcSS ·"VHEREOF. this A21'eement has been duly executed and- .
delivered by the duly authorized officers of the panies hereto as of the date first
written above.

SOt.JTHE&"= NEV...- ENGLAND
TELECOMMUNICATIONS CORPORArION

By: - ............~------
Name: Daniel 1. Miglio
Title: Chainnan ofthe Board

and ChiefExecutive Officer

SBC COMMUNICATIONS INC.

BY:~
Name: Edward E. Whitacre, Jr.
Title: Cbainnan of the Board

and ChiefExecutive Officer

SBC (CT), INC.

By: ~~Q..s..{~~~
Name: Edward E. Whitacre, Jr.
Title: President



IN WIT~ESS WHEREOF, this Agreement has been duly
execu~ed anQ delivered =y the duly authorized officers of
the parties hereto as 0: ~he date fi~st ~~itten above.

SOUTHERN NEW E~GLANO,

TEI.ECOZ.~~'C~'t~~ YOIlPORAUON

~ J '{C. i.7~· t........
By ~ "-'" _

Name: ' /
Title:

sac :OMMUNICATIONS !NC.

By:
Name:
Title:

sac {CT', INC.

By:
Name:
Title:
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EXHIBIT A

STOCX OPTION AGREEMENT, 1ated as of the 4th day of
January, : 998 '. :his "F>gbe-:ment"), between Southern New
England Taleccmmunica~~ons Corpora~ion, a Connecticu~ corpo
ration ("199m::;"), and sac Communications Inc., a Delaware
corpora~ion ("Grant-:~").

(a) The Merger Agreement. Prior to the entry
into this Agreement and prior to the grant of the Option (as
defined in Section l(a», Grantee, SSC (CT), Inc., a wholly
owned subsidiary of Grantee ("Merger Sub"), and Issuer have
entered into an Agreement and Plan of Merger, dated as of
the date hereof (the "Merger ?\greement"), pursuant to which
Grantee and Issuer intend to effec~ a merger of Merger Sub
with and in~o Issuer (the "Merger") .

(b) The Option Agreement. As an inducement and
condition to Grantee's and Merger Sub's willingness to enter
into the Merger Agreement, and in consideration thereof, the
board of directors of Issuer has approved the grant to
Grantee of the Option pursuant to this Agreement; PrgYided,
that such grant was expressly conditioned upon, and made of
no effec~ until after, execution and delivery by Issuer,
Grantee and Merger Sub of the Merger Agreement.

BOW, TBZRErOBE, in consideration of the premises
and the mutual covenants and agreements set forth herein and
in the Merger Agreement, the parties hereto agree as
follows:

1. The Option. (a) Issuer hereby grants to
Grantee an unconditional, irrevocable option (the "Optign")
to purchase, subject to the ter.ms hereof, up to 13,266,587
fully paid and nonassessable shares of common stock, having
a par value of one dollar per share ("COmmgn Stgck"), of
Issuer at a price per share in cash equal to $65.00 (the,
"Qgtign Price"); Prgvided, hgweyer, that in no event shall
the number of shares for which the Option is exercisable
exceed 19.9\ of the shares of Common Stock issued and out
standing at the time of exercise (without giVing effect to
the shares of Cammon Stock issued or issuable under the
Option) (the "MAximum Applicable Percentage"). The number
of shares of Common Stock purchasable upon exercise of the
Option and the Option Price are subject to adjustment as set
forth herein. ..
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(b) In ~he even~ tha~ any additional shares of
Common Stock are ~ssueci or otherwise become outstanding
after the date of tnis Agreemen~ (other than pursuant to
this Agreemen~:, the aggregate number of shares of Common
Stock purchasable upon exercise of the Option (inclusive of
shares, if any, 9reviously purchased upon exercise of the
Option) shall 3u~oma~i=ally be increased (withou~ any
further action on the part of Issuer or Grantee being neces
sary) so that, after such issuance, it equals the Maximum
Applicable Percen~aqe. Any such increase shall not affect
the Option Price.

2. Exer~~=e; ~lQ=ing;. fa) CQnditign, to EXlr
cime; Tepminat;on. Grantee or any other person that shall
become a holder of all or a part of the Option in accordance
with the terms of this Agreement (each such person being
referred to herein as the "Holder") may exercise the Option,
in whole or ~n pai~, by delivering a written notice thereof
as prOVided in Sec~~on 2(d) within 90 days of the occurrence
of a Triggering Even~ (as defined in Section 2(b)) unless
prior to such ~riggering Event the Effective Time (as
defined in the Merger Agreement) shall have occurred. The
Option shall term~nate upon either (i) the occurrence of the
Effective Time or (ii) the close of business on the earlier
of (x) the day 90 days after the date that Grantee becomes
entitled to receive the Ter.mination Fee (as defined in the
Merger Agreemen~) and (y) the date that Grantee is no longer
potentially entitled to receive the Termination Fee, in each
case under Section 8.S(b) of the Merger Agreement.

(b) Triqge~;Dq Event. A "Triggering Eyent" shall
have occurred if the Merger Agreement is terminated and
Grantee then or thereafter becomes entitled to receive the
Termination Fee pursuant ~o Section 8.5{b) of the Merger
Agreement.

(c) Notice of Trigger Eyent hy !s3per. Issuer
shall notify Grantee promptly in writing of the occurrence
of any Triggering Event, it being understood that the giVing
of such notice by Issuer shall not be a condition to the
right of the Holder to exercise the Option.

(d) Ngtice Qftxerci=e hy GrAntee. If a Holder
shall be entitled to and wishes to exercise the Option, it
shall send to Issuer a written notice (the date of which is
referred to herein as the "Ngtice pate") specifying (i) the
total number of shares that the Holder will purchase pursu
ant to such--exercise and (ii) a place and date (a ·Clgsing
~") not earlier than three business days nor later than
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60 business days from the Notice Date for the closing of
such purchase (a "Closing"); prOVided, that if a filing is
required unaer :he Har~-Sco~t-RodinoAntitrust Improvements
Act of 1976, as amended (the "HSS ~ct"), or prior notifica
tion to or approval of the FCC, the CO~UC or any other
regulatory authority is required in connection with such
purchase, =he Holder or Issuer, as required, promptly after
the giving of such notice shall file the required notice or
application for approval and shall expeditiously process the
same and the period of time referred to in clause (ii) shall
commence on the date on which the Holder furnishes to Issuer
a supplemental written notice setting forth the Closing
Date, which notice shall be furnished as promptly as
practicable after all required notification periods shall
have expired or been terminated and all reqUired approvals
shall have been obtained and all requisite waiting periods
shall have passed. Each of the Holder and the Issuer agrees
to use all reasonable efforts to cooperate with and provide
information to Issuer or Holder, as the case may be, for the
purpose of any required notice or application for approval.

(e) Payment of Purchase price. At each Closing,
the Holder shall pay to Issuer the aggregate purchase price
for the shares of Common Stock purchased pursuant to the
exercise of the Option in immediately available funds by a
wire transfer to a bank account designated by Issuer:
proyided, that failure or refusal of Issuer to designate
such a bank account shall not preclude the Holder from
exercising the Option, in whole or in part.

(f) peliyery Df Commop Stock. At such Closing,
simultaneously with the payment of the purchase price by the
Holder, Issuer shall deliver to the Holder a certificate or
certificates representing the number of shares of Common
Stock purchased by the Holder and, if the Option shall be
exercised in part only, a new Option evidencing the rights
of the Holder to purchase the balance (as adjusted pursuant
to Section l(b» of the shares then purchasable hereunder.

(g) Restrictive Legend. Certificates for Cammon
Stock delivered at a Closing may be endorsed with a restric
tive legend that shall read substantially as follows:

"The transfer of the shares represented by
this certificate is subject to certain provisions
of an agreement between the registered holder
hereof and Issuer, a copy of which agreement is on
file at the principal office of Issuer, and to
resale restrictions arising under the Securities
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Act of 1933, as amended. A copy of the aforemen
tioned agreemenc will be mailed to the holder
hereof ~ithout charge promptly after receipt by
Issuer =f a written request therefor."

It is understood and agreed that: (i} the reference to the
resale restrictions of the Securities Act of 1933, as
amended (the "Securit;gs Act"), in the above legend shall be
removed by delivery of substitute certificate(s} without
such reference if the Holder shall have delivered to Issuer
a copy of a letter from the staff of the Securities and
Exchange Co~ssion, or a written opinion of counsel, in
for.m and substance reasonably satisfactory to Issuer, to the
effect that suc~ legend is not required for purposes of the
Securities Act; (ii) the reference to the provisions of this
Agreement in the above legend shall be removed by delivery
of substitute certificate(s) without such reference if the
shares have been sold or transferred in compliance with the
provisions of this Agreement and under circumstances that do
not require· the retention of such reference: and (iii) the
legend shall be removed in its entirety if the conditions in
the preceding clauses (i) and (ii) both are satisfied. In
addition, such certificates shall bear any other legend as
may be required by applicable law.

(h) Ownership of Record; Tender 9f Purchase
Price) txpenses. Upon the giving by the Holder to Issuer of
a written notice of exercise referred to in Section 2(e) and
the tender of the applicable purchase price in immediately
available funds, the Holder shall be deemed to be the holder
of record of the shares of Common Stock issuable upon such
exercise, notwithstanding that the stock transfer books of
Issuer shall then be closed or that certificates repre
senting such shares of Common Stock shall not have been
delivered to the Holder. Issuer shall pay all expenses, and
any and all United States federal, state and local taxes and
other charges that may be payable in connection with the
preparation, issue and delivery of stock certificates under
this Section 2 in the name of the Holder or its assignee,
transferee or designee.

3. Cgyenants of IS3ue;. In addition to its
other agreements and covenants herein, Issuer agrees:

(a) Share:, Be!l,ryed fOb I!I!lu1DCe. To maintain,
free fram preemptive rights, sufficient authorized but
unissued or treasury shares of Common Stock so that the
Option may be fully exercised without additional authoriza
tion of Common Stock after giving effect ~o all other
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options, Narrants, convertible securities and other rights
of third parties to purchase shares of Common Stock from
Issuer, or to issue the appropriate number of shares of
Common Stocr. pursuant to t.he terms of"this Agreement;

(b) ~Q Avoidance. Not to avoid or seek to ~void

(whether by cnart.er amendment. or through reorganization,
consolidation, merger, issuance of rights, dissolution or
sale of assets, or by any other voluntary act) the observ
ance or performance of any of the covenants, agreements or
conditions to be observea or performed· hereunder by-Issuer;
and .

. . ~...:.... .. ....
~ __.(.;i.i·. . (c'~: FtU;thEu; A=iJrariceur.i~n·oinptly after" the date
hereof to take all actions as may from" time to time be
required (including (i) complying with all applicable
premerger notification, reporting and waiting period
requirement.s under the HSR Act and (ii) in the event. that
prior approval of or notice to the FCC, the CDPUC or any
other regulatory authority is necessary under any applicable
federal, state or local law before the Option may be exer
cised, cooperating fUlly with the Holder in preparing and
processing the required applications or notices) in order to
permit each Holder to exercise the Option and purchase
shares of Common Stock pursuant to such exercise and to take
all action necessary to protect the rights of the Holder
against dilution.

4. Repre3entations and Warrantie= gf Issuer.
Issuer hereby makes each of the representations and
warranties contained in Sections 5.1(b) (ii), 5.2(a) and
5.2(b) of the Merger Agreement as they relate to this
Agreement as if such representations and warranties were set
forth herein. Issuer hereby further represents and warrants
to Grantee that all shares of Common Stock, upon issuance
pursuant to the Option, will be delivered free and clear of
all claims, liens, encumbrances, and security interests
(other than those created by this Agreement) and not subject
to any preemptive rights.

5. Representations and Warrantie3 of Grantee.
Grantee hereby represents and warrants to Issuer that
Grantee has all requisite corporate power and authority and
haa taken all corporate action necessary in order to
execute, deliver and perfor.m its obligations under this
Agreement and to consummate the transactions contemplated
hereby: this Agreement has been dUly and validly executed
and delivered by Grantee and constitutes a valid and binding
agreement of Grantee enforceable against Srantee in
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accordance wit~ its te~s, subjec~ to bankruptcy, insol
vency, fraudulent ~ransfer, =eorganization, moratorium and
similar laws c: general applicability relating to or affect
ing creditors' =ights and to general equity principles.

6. Exchange; c@plac@ment. This Agreement and
the Option granted hereby are exchangeable, without expense,
at the option of the Holder, upon presentation and surrender
of this Agreement at the principal office of Issuer, for
other Agreements prOViding for Options of different
denominations entitling the holder thereof to purchase in
the aggregate ~he same number of shares of Common Stock
purchasable at such time hereunder, subject to corresponding
adjustments in the number of shares of Common Stock
purchasable upon exercise so that the aggregate number of
such shares under all Stock Option Agreements issued in
respect of this Agreement shall not exceed the Maximum
Applicable Percentage. Unless the context shall require
otherwise, the t.e~s "Agreement" and "Option" as used herein
include any Stock Option Agreements and related Options for
which this Agreement land the Option granted hereby) may be
exchanged. Upon (i) receipt by Issuer of evidence reason
ably satisfactory to it of the loss, theft, destruction, or
mutilation of this Agreement, (ii) receipt by Issuer of
reasonably satisfactory indemnification in the case of loaa,
theft or destruction and (iii) surrender and cancellation of
this Agreement in the case of mutilation, Issuer will
execute and deliver a new Agreement of like tenor and date.
Any such new Agreement executed and delivered shall consti
tute an additional contractual obligation on the part of
Issuer, whether or not the Agreement so lost, stolen,
destroyed or mutilated shall at any time be enforceable by
any person other than the holder of the new Agreement.

7. Adjustments. In addition to the adjustment
to the total number of shares of Common Stock purchasable
upon exercise of the Option pursuant to Section l(b), the
total number of shares of Common Stock purchasable upon the
exercise hereof and the Option Price shall be subject to
adjustment from time to time as follows: .

(a) In the event of any change in the outstanding
shares of Common Stock by reason of stock dividends, sp11t
ups, mergers, recapitalizations, combinations, subdivisions,
conversions, exchanges of shares or the like, the type and
number of shares of Common Stock purchasable upon exercise
of the Option shall be appropriately adjusted, ana proper
provision shall be made in the agreements governing any such
transaction, so that (i) any Holder shall'receive upon
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exercise of t~e Option ~he number and class of shares, other
securities, ~ropertt or cash that such Holder would have
received in respec~ of the shares of Common Stock purchas
able upon exerc~se of the Option if the Option had been
exercised and such shares of Common Stock had been issued to
such Holder ~~ediately prior to such event or the record
date therefor, as applicable: and (ii) in the even~ any
additional shares of Common Stock are to be issued or
otherwise become outstanding as a result of any such change
(other than pursuant to an exercise of the Option), the
number of shares of Common Stock purchasable upon exercise
of the Option shall be increased 50 that, after such
issuance and together with shares of Cammon Stock previously
issued pursuant to the exercise of the Option (as adjusted
on account of any of the foregoing changes in the Common
Stock), the number of shares so purchasable equals the
Maximum Applicable Percentage of the number of shares of
Common Stock issued and outstanding immediately after the
consummation of such change: and

(b) Whenever the number of shares of Common Stock
purchasable upon exercise hereof is adjusted as provided in
this Section 7, the Option Price shall be adjusted by multi
plying the Option Price by a fraction, the numerator of
which is equal to the number of shares of Common Stock
purchasable prior to the adjustment and the denominator of
which' is equal to the number of shares of Common Stock
purchasable after the adjustment.

8. Registratign. (a) Upon the occurrence of a
Triggering Event prior to an Exercise Termination Event,
Issuer shall, at the request of Grantee delivered in the
written notice of exercise of the Option prOVided for in
Section 2(e), as promptly as practicable prepare, file and
keep current a shelf registration statement under the
Securities Act covering any or all shares issued and
issuable pursuant to the Option and shall use its best
efforts to cause such registration statement to become
effective and remain current in order to permit the s_~e or
other disposition of any shares of Common Stock issued upon
total or partial exercise of the Option ("QptiQn Share,") in
accordance with any plan of disposition requested by
Grantee; provided, howeygr, that Issuer may postpone filing
a registration statement relating to a registration request
by Grantee under this Section 8 for a period of time (not in
excess of 30 days) if in its jUdqment such filing would
require the disclosure of material infor.mation that Issuer
has a ban4~ business purpose for preserving as
confidential. Issuer will use its best efforts to cause
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such regis~ra~i~n s~atement first to become effec~ive ana
then to remain effective for 270 days from the day such
registration scatemenc :irst becomes effective or until such
earlier date as all shares registered shall have been sold
by Grantee. In connection with any such registration,
Issuer and Grantee shall provide each other with representa
tions, warrant~es. ~ndemnities and other agreements
customarily given ~n connection with such registrations. If
requested by Grantee in connection with such registration,
Issuer shall become a party to any underwriting agreement
relating to the sale of such shares, but only to the extent
of obligating Issuer in respect of representations,
warranties, indemnities, contribution and other agreements
customarily made by issuers in such underwriting agreements.

(b) In the event that Grantee so requests, the
closing of the sale or other disposition of the Common Stock
or other securities pursuant to a registration statement
filed pursuanc :0 Seccion 8(a) shall occur substantially
stmultaneously with the exercise of the Option.

9. Bepur~hase of Option and/or ShAres.
(a) Repurchase; ?epub;hase Price. Upon the occurrence of a
Triggering Event prior to an Exercise Ter.mination Event,
(il at the request of a Holder, delivered in writing within
180 days of such occurrence (or such later period as pro
viaed" in Section 2(e) with respect to any required notice or
application or in Section 10l, Issuer shall repurchase the
Option from the Holder, in whole or in part, at a price (the
"Option Repurchase Orice") equal to the number of shares of
Common Stock then purchasable upon exercise of the Option
(or such lesser number of shares as may be designated in the
Repurchase Notice (as defined below)) multiplied by the
amount by which the market/offer price (as defined below)
exceeds the Option Price and (ii) at the request of a Holder
or any person who has been a Holder (for purposes of this
Section 9 only, each such person being referred to as a
"Holder"', delivered in writing within 180 days of such
occurrence (or such later period as provided in Section 2(e)
with respect to any required notice or application or in
Section 10), Issuer shall repurchase such number of Option
Shares from such Holder as the Holder shall designate in the
aepurchase Notice at a price (the "Optign Shlbe Repurchase
Price") equal to the number of shares designated multiplied
by the market/offer price. The terom "m,rk'tlotfer price"
shall mean the hiqhest of (x) the price per share of Cammon
Stock at which a tender or exchange offer for Common Stock
has been made, (y) the price per share of Common Stock to be
paid by any third party pursuant to an agreement with Isauer
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and (z) the highest closing price for shares of Common Stock
on the NYSE (or, if the Common Stock is not then listed on
the NYSE, any c~her national securities exchange or auto
mated quotation system on which the Common Stock is then
listed or quoted) within ~he six-month period immediately
preceding the delivery of the Repurchase Notice. In the
event that a tender or exchange offer is made for the Common
Stock or an agreement is entered into for a merger, share
exchange, consolidation or reorganization involving consid
eration other than cash, the value of the securities or
other property issuable or deliverable in exchange for the
Common Stock shall be determined in good faith by a
nationally recognized investment banking f1r.m selected by
Issuer.

(b) Method gf Repurchase. A Holder may exercise
its right to require Issuer to repurchase the Option, in
whole or in part, and/or any Option Shares then owned by
such Holder pursuant to this Section 9 by surrendering for
such purpose to Issuer, at its principal office, this
Agreement or certificates for Option Shares, as applicable,
accompanied by a written notice or notices stating that the
Holder elects to require Issuer to repurchase the Option
and/or such Option Shares in accordance with the provisions
of this Section 9 (each such notice, a "Repurchase Nptice") •
Within two business days after the surrender of the Option
and/or certificates representing Option Shares and the
receipt of the Repurchase Notice relating thereto, Issuer
shall deliver or cause to be delivered to the Holder the
applicable Option Repurchase Price and/or the Option Share
Repurchase Price or, in either case, the portion thereof
that Issuer is not then prohibited under applicable law and
regulation from so delivering. In the event that the
Repurchase Notice shall request the repurchase of the Option
in part, Issuer shall deliver with the Option Repurchase
Price a new Stock Option Agreement eVidencing the right of
the Holder to purchase that number of shares of Common Stock
purchasable pursuant to the Option at the time of delivery
of the Repurchase Notice minus the. number of shares of
Common Stock represented by that portion of the Option tben
being repurchased.

(c) gffect of Statutgry or Regplatgry Re§ttDint3
pn Bepprcha=e. To the extent that, upon or follOWing the
delivery of a Repurchase Notice, Issuer is prohibited under
applicable law or regulation from repurchasing the Option
(or portion thereof) and/or any Option Shares subject to
such aepurchase Notice {and Issuer hereby undertakes to use
its reasonable best efforts to obtain al~ required requla-
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tory ana legal approvals and to file any required noeices as
promptly as p=ac~icable in order to accomplish such repur
chase), Issuer shall immediately so notify the Holder in
writing and ~~ereafter deliver or cause to be delivered,
from time to ~ime, to the Holder the portion of the Option
Repurchase Price and the Option Share Repurchase Price that
Issuer is no longer prohibited from delivering, within 2
business days after ~he date on which it is no longer so
prohibited; ~rpyided, hpwever, that upon notification by
Issuer in writing of such prohibition, the Holder may,
within 5 days of receipt of such notification from Issuer,
revoke in writing its Repurchase Notice, whether in whole or
to the extent of the prohibition, whereupon, in the latter
case, Issuer shall promptly (i) deliver to the Holder that
portion of the Option Repurchase Price and/or the Option
Share Repurchase Price that Issuer is not prohibited fram
delivering: and (ii) deliver to the Holder, as appropriate,
(A) with respect to the Option, a new Stock Option Agreement
evidencing the right of the Holder to purchase that number
of shares of Common Stock for which the surrendered Stock
Option Agreement was exercisable at the t~e of delivery of
the Repurchase Notice less the number of shares as to which
the Option Repurchase Price has theretofore been delivered
to the Holder, and/or (B) with respect to Option Shares, a
certificate for the Option Shares as to which the Option
Share Repurchase Price has not theretofore been delivered to
the ~older. Notwithstanding anything to the contrary in
this Agreement, inclUding, without limitation, the time
limitations on the exercise of the Option, the Holder may
exercise the Option for IBO days after a notice of
revocation has been issued pursuant to this Section 9(c).

(d) Acquisitign Tran=actigns. In addition to any
other restrictions or covenants, Issuer hereby agrees that,
in the event that a Holder delivers a Repurchase Notice, it
shall not enter or agree to enter into any Acquisition
Transaction unless the other party or parties thereto agree
to assume in writing Issuer's obliqations unaer Section 9(a)
and, notwithstanding any notice of revocation delivered pur
suant to the proviso to Section 9(c), a Holder may require
such other party or parties to perform Issuer's obliqations
under Section 9 (a) unless such party or parties are pro- __.
hibited by law or regulation from such perfor.mance, in which
case such party or parties shall be subject to the obliga
tions of the Issuer unaer Section 9(c).

10. &xt,n=igD gf Exerci=, P,rigd=. The lBO-day
periods for exercise of certain rights under Sections 2 and
9 shall be extended in each such case at ~he request of the
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Holder to the exten~ ~ecessary to avoid liability by the
Holder under Sect~on 16(b) of the Exchange Act by reason of
such exercise.

11. Assignment. Neither party hereto may assign
any of its rights or obliga~ions under this Agreement or the
Option to any other person without the express written
consent of the other party except that, in the event that a
Triggering Event shall have occurred, Grantee may assign the
Option, in whole or in part. Any attempted assignment in
contravention of the preceding sentence shall be null and
void.

12. Filings; Other Actions. Each of Grantee and
Issuer will use its bes~ efforts to make all filings with,
and to obtain consents of, all third parties and govern
mental authorities necessary for the consummation of the
transactions contempla~ed by this Agreement.

13. Specific Perfgrmance. The parties hereto
acknowledge that damages would be an inadequate remedy for a
breach of this Agreement by either party hereto and that the
obligations of the parties hereto shall be specifically
enforceable through injunctive or other eqUitable relief.

14. Severability; EtC. If any term, provision,
covenant, or restriction contained in this Agreement is held
by a court or a federal or state regulatory agency of campe
tent jurisdiction to be invalid, void, or unenforceable, the
remainder of the terms, provisions, covenants, and restric
tions contained in this Agreement shall remain in full force
and effect, and shall in no way be affected, impaired, or
invalidated. If for any reason such court or regulatory
agency determines that the Holder is not permitted to
acquire, or Issuer is not permitted to repurchase pursuant
to Section 9, the full number of shares of Common Stock
provided in Section l(a) hereof (as adjusted pursuant to
Sections l(b) and i hereof), it is the express intention of
Issuer to allow the Holder to acquire or to require Issuer
to repurchase such lesser number of shares as may be
permissible, without any amendment or modification hereof.

15. NgtiCe,. All notices, requests, instruc
tions, or other documents to be given hereunder shall be in
writing and shall be deemed given (i) three business days
following sending by registered or certified mail, postage
prepaid, (ii) when sent if sent by facstmile, provided that
the fax is promptly confirmed by telephone confirmation
thereof, (iii) when delivered, if delivered personally to
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the intended =ec~?ient, and (iv) one business day later, if
sent by over~~ght delivery via a national courier service,
in each case :t ~he respective addresses of the parties set
forth in the Merger Agreement.

16. (jcmImi,nq Lay. 'ftU.s Atp:a-a.1: shall be
da-e 1:0 b. made in and. in aJ.J. :espact:s s~J. ba iDt:az:
p~t:IKl, ccmst2:Ued ancl qovez:necl by aDd. in accoz:c:lance w:i.th t::be
law of: 1:ha Stat:e of D.1.a.~, wi.t:hout: z:aqa:cl 1:0 t:ba ~Uct:
of: law pz:~c:i.ples t:hareof, except: t:o 1:b.e e&t:eDt: 1:ha1: t:ba
Cozmact:i.c:ut Business C02:pQrati.on Act i.s app1:i.cabJ.a ~1:0.

17. expenses. Except as otherwise expressly pro
vided herein or in the Merger Agreement, all costs and
expenses incurred in connection with this Agreement and the
transactions contemplated by this Agreement shall be paid by
the party incurring such expense, including fees and
expenses of its own financial consultants, investment
bankers, accountants, and counsel.

18. Ent;~Q ~qreement. etc. This Agreement and
the Merger Agreement constitute the entire agreement, and
supersede all other prior agreements, understandings, repre
sentations and warranties, both written and oral, between
the parties, with respect to the subject matter hereof. The
terms and conditions of this Agreement shall inure to the
benefit of and be binding upon the parties hereto and their
respective successors and per.mitted assigns. Nothing in
this Agreement, expressed or implied, is intended to confer
upon any party, other than the parties hereto, and their
respective successors and permitted assigns, any rights,
remedies, obligations or liabilities under or by reason of
this Agreement, except as expressly provided herein.

19. Limitation gn Prgfit. (a) Notwithstanding
any other provision of this Agreement, in no event shall the
Grantee's Total Profit (as hereinafter defined) plus any
Ter.mination Fee paid to Grantee pursuant to Section B.5(b)
of the Merger Agreement exceed in the ag;regate $175 million
and, if it otherwise would exceed such amount, the Grantee,
at its sole election, shall either (1) reduce the number of
shares of Common Stock subject to this Option, (li) deliver
to the Issuer for cancellation Option Shares preViously
purchased by Grantee, (iii) pay cash to the Issuer, or
(Iv) any Combination thereof, so that Grantee's realized
Total Profit, when aggregated with such Ter.mination Fee so
paid to Grantee shall not exceed $175 million after taking
into account the foregoing actions.
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(b) :Jotwithstanding any ol:her provl.sJ.on of this
Agreement, :his Option may not be exercised for a number of
shares as would, as of the date of exercise, =esult in a
Notional ~otal ?:otit (as defined below) which, together
with any !ermination Fee theretofore paid to Grantee would
exceed 5175 million: prQyideg, that nothing in this sentence
shall restr~=~ any exercise of the Option permitted hereby
on any subsequen~ date.

(c) As used herein, the term "Total Profit" shall
mean the aggregate amount (before taxes) of the following:
(i) (x) the amount received by Grantee pursuant to Issuer's
repurchase of the Option (or any portion thereof) or any
Option Shares pursuant to Section 9, less, in the case of
any repurchase of Option Shares, (y) the Grantee's purchase
price for such Option Shares, as the case may be, (ii) (x)
the net cash amounts received by Grantee pursuant to the
sale of Optl.on Shares (or any other securities into which
such Option Shares are converted or exchanged) to any
unaffiliated party, less (y) the Grantee's purchase price of
such Option Shares, and (iii) the net cash amounts received
by Grantee on the transfer of the Option (or any portion
thereof) to any unaffiliated party.

(a) As used herein, the term "Notional Total
Profit" with respect to any number of shares as to which
Grantee may propose to exercise this Option shall be the
Total Profit deter.mined as of the date of such proposal
assuming that this Option were exercised on such date for
such number of shares and assuming that such shares,
together with all other Option Shares held by Grantee and
its affiliates as of such date, were sold for cash at the
closing market price for the Common Stock as of the close of
business on the preceding trading day (less customary
brokerage commissions).

20. Captions. The Article, Section and paragraph
captions herein are for convenience of reference only, do
not constitute part of this Agreement and shall not be
deemed to limit ~r otherwise affect any of the provisions
hereof.

..
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